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the participant is ordinarily the agen-
cy ultimately chargeable with the ex-
pense of agency contributions and the 
breakage attributable to them. How-
ever, if an employee changed agencies 
during the period between the date of 
reemployment and October 13, 1994, the 
employing agency as of October 13, 
1994, is the agency ultimately charge-
able with the expense. 

(c) Reimbursement by agency ultimately 
chargeable with expense. If the agency 
that made the payments to the record 
keeper for agency contributions is not 
the agency ultimately chargeable for 
that expense, the agency that made the 
payments to the record keeper may, 
but is not required to, obtain reim-
bursement from the agency ultimately 
chargeable with the expense. 

[70 FR 32213, June 1, 2005] 

§ 1620.44 Restoring forfeited agency 
automatic (1%) contributions. 

If an employee’s agency automatic 
(1%) contributions were forfeited be-
cause the employee was not vested 
when he or she separated to perform 
military service, the employee must 
notify the employing agency that a for-
feiture occurred. The employing agen-
cy will follow the procedure described 
in § 1620.46(e) to have those funds re-
stored. 

[64 FR 31057, June 9, 1999, as amended at 67 
FR 49526, July 30, 2002] 

§ 1620.45 Suspending TSP loans, re-
storing post-employment with-
drawals, and reversing taxable dis-
tributions. 

(a) Suspending TSP loans during non-
pay status. If the TSP is notified that 
an employee entered into a nonpay sta-
tus to perform military service, any 
outstanding TSP loan from a civilian 
TSP account will be suspended, that is, 
it will not be declared a taxable dis-
tribution while the employee is per-
forming military service. 

(1) Interest will accrue on the loan 
balance during the period of suspen-
sion. When the employee returns to ci-
vilian pay status, the employing agen-
cy will resume deducting loan pay-
ments from the participant’s basic pay 
and the TSP will reamortize the loan 
(which will include interest accrued 
during the period of military service). 

The maximum loan repayment term 
will be extended by the employee’s pe-
riod of military service. Consequently, 
when the employee returns to pay sta-
tus, the TSP record keeper must re-
ceive documentation to show the be-
ginning and ending dates of military 
service. 

(2) The TSP may close the loan ac-
count and declare it to be a taxable dis-
tribution if the TSP does not receive 
documentation that the employee en-
tered into nonpay status. However, the 
taxable distribution can be reversed in 
accordance with paragraph (c) of this 
section. 

(b) Restoring post-employment with-
drawals. An employee who separates 
from civilian service to perform mili-
tary service and who receives an auto-
matic cashout of his or her account 
may return to the TSP an amount 
equal to the amount of the payment. 
The employee must notify the TSP 
record keeper of his or her intent to re-
turn the withdrawn funds within 90 
days of the date the employee returns 
to civilian service or pay status; if the 
employee is eligible to return a with-
drawal, the TSP record keeper will 
then inform the employee of the ac-
tions that must be taken to return the 
funds. 

(c) Reversing taxable distributions. An 
employee may request that a taxable 
loan distribution be reversed if the tax-
able distribution resulted from the em-
ployee’s separation or placement in 
nonpay status to perform military 
service. The TSP will reverse the tax-
able distribution under the process de-
scribed as follows: 

(1) An employee who received a post- 
employment withdrawal when he or 
she separated to perform military serv-
ice can have a taxable distribution re-
versed only if the withdrawn amount is 
returned as described in paragraph (b) 
of this section; 

(2) A taxable loan distribution can be 
reversed either by reinstating the loan 
or by repaying it in full. The TSP loan 
can be reinstated only if the employee 
agrees to repay the loan within the 
maximum loan repayment term plus 
the length of military service, and if, 
after reinstatement of the loan, the 
employee will have no more than two 
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